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April 23, 1975 

MEMORANDUM FOR RON NESSEN 

FROM: 

SUBJECT: 

Max Friedersdorf 

Suggested Language for Presidential Comment 
After Senate and House act Favorably on the Preside"nt ' s 
Request for Humanitarian Assistance 

I am gratified that both the House and the Senate have taken favorable 
action I 

1 

; on my request ±:or humanitarian assiatance,~o..r. South " ~ ..,.. s-«el '"'>" y, · ,_ "',~....-.,.~, , 
Vietnam, and the clarification of my authority to..- m1litaJl :li j " "'id? 

d~~ evacuationprocess- lP~,o& ~/ ~ d~ 

~ ~~~. 
I am ~he House and the Senate conferj!£.,L_,~:~• ww . 
& p s Iii l;e to expedite the legislation and I "' Af3?'@j&lik h A [ 2 ~ 
the more flexible language ocf t1 He a iMi regarding the use of 
funds for the evacuation and humanitarian purposes. 

I ~ ~~~~C?-L~ 
~jy"'(~- - - ~ ~~ ~~ 

\ ' -v--_...- ...... ~~ ~ -.wr~-.. ,. ........ J 

,.... ~ .. '-- ) (.,J--
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

May 22, 1975 

RON NESSEN 

MAX FRIEDERSDORF ~. 6 , 
Johannes Gross of Cologne, Germany 
Publisher of the CAPITAL and other West 
German publ~cat~ons • 

Ron, you will recall that I spoke to you about Mr. Johannes Gross, 
a prominent and highly influential West German magazine publisher. 

He is arriving in Washington Friday night and would like the 
opportunity for a photograph with President Ford before the 
President leaves on his European trip. 

I have explained to him the impossibility of obtaining an 
interview, but he advises that a photograph together with the 
attached list of questions will be sufficient for a prominent 
feature article on the President planned in the near future. 

Mr. Gross plans to call you Saturday to see about the possibility 
of having his picture taken with the President and I hope you 
can accommodate Mr. Gross and also provide answers to his 
questionnaire. 

Our Embassy in Bonn has close relations with Gross and I feel 
it would be helpful in Western Europe to have a feature on the 
President in this widely circulated magazine. 

Many thanks. 
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REF GROSS INTERV lEW PROJECT, HIS OFFICE HAS TRIED TO TRANSMIT 

CAPITAL •s INTERVIEW QUESTIONS TO PIAX FRIEDERSDORF UNSUCCESSFULLY 

DUE TO OVERLOADING OF TRANSATLANTIC CIRCUITS. TO ASSIST WE 

TRANS\1IT THEi"! HEREWITH WITH REQUEST THEY BE PASSED TO 

FRIEDERSDORF "S OFFICE ASAP. 

"MR. MAX L. FRIEDERSDORF, ASSISTANT TO THE PRESIDEIIT 

THE WHITE HOUSE, WASHINGTON 

DEAR MR. FRIEDERSJORF, 

ON BEHALF OF OUR EDITOR JOHANNES GROSS WE TRANSMIT .. 

SOME QUESTIONS IN PREPARATION OF THE INTERVIEW UNDER DISCUSSION. 

t1R. GROSS WILL CONTACT YOU SHORTLY AFTER HIS :ARIVAL IN THE 

UNITED Sf ATES. 

Sl NCEREL Y YOURS 

( MARIANNE KAISER, REDAKT ION CAPITAL, COLOGNE 

COLOGNE, EDEN 20.5.1975 QP[IlPP 

WHAT MEASURES ARE TO BE TAKEN BY THE UNITED STAlES AND HER 

ALLIES TO MEET THE GROWING INFLUENCE OF SOVIET RUSSIA, 

PAT 1Cu1.ARLY IN AREAS MAINLY CONCERNING THE i.liEST, AS CYPRUS 

AND THE M !DOLE EAST? 

HOW I.HLL THE UNITED STATES REACT IF ONE OF HER ALLIES BECOMES · 

.THE TARGET. OF. COMMUNIST I.NTERVE.Nr ION, DOMES! IC OR FROM OUT SIDE.? 

DO YOU RECOGNIZE THE NEED FOR REBNILDIN3 TRUST IN THE US AND HER 

OVERSEAS COMMITMENTS, AND IF YES, HOW CAN THIS BE ACHIEVED? 

DO YOU TTH!NK THAT CURRENT DECISIONS TAKEN BY THE 

AUfHORITIES OF THE UNITED STATES WILL WORK FAS! TO END THE 

1 if' 
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E CO NOMIC SLOw D OWN 1 

LASf YEAR THE OIL PRICE -CRISIS CAUSED BY THE OPEC-COUNTRIES 

CREATED wORLDWIDE FEAR OF A GREATER ECONOMIC CRISIS COMPARABLE 
• 

TO THAT OF 1930. DO YOU THINK THIS FEAR IS SfiLE 

JUSf IFIED? 

WHAT DO YOU THINK OF GERMANYS ROLE IN THE ~JORLD-\dDE FIGHT 

HOW REAL IS THE DANGER OF INCREASING PROTECTIONISM AND 

ISOLA! IONI&"l IN THE UNITED STATES? 

'.Vll.L THERE SENTIMENTS FADE WITH THE M~MORY OF THE AMERICAN 

ENGAGEMENT IN SOUTH EAST ASIA? 

DO YOU SEE A GOOD-CHANCE TO CHANGE THE PRESENTLY PREVALENT 

ATTITUDE ON FOREIGN POLICY IN CONGRESS? 

WHATS YOUR ECONOMIC POLICY VIS•I•VIS A WORLDwiDE RECESS10N? 

HASNT THE TIME COME FOR THE UNITED STATES TO ,INITIATE AN 

EXPORT EFFORT FOR THE YEARS TO CQlllli:1 

A LEADING AMERICAN BANKER TOLD US SOME WEEKS AGO, THAT IT 

WOULD BE EASELY POSSIBLE TO PUSH AMERICAN EXPORTS. DO YOU 

WANT TO DO SOi'IETHING IN THAT DIRECTION AND WHAT COULD THAT BE? 

FOR M"~NY YEARS THERE WAS NO NECESSITY FOR AMERICA TO INCREASE 

HER EXPORTS BECAUSE OF THE STRENGH OF THE HOME MARKET. A 

CHANGE IN YOUR EXPORT POLICY WOULD HURT THE EUROPZAN, EXPORT 

DEPENDANT, NATIONS. DONTT YOU THINK YOUR PARTNERS IN TRADE 

i MIGKf \vANT TO RETALIATE? 

l 

OPPORTUNITI·ES IN FOREIGN TRADE CANNOT BE JUDGED WITHOUT THE EX

CHANGE RATES OF TODAY AND TOMORROW. DO YOU AGREE WITH THE VIEW 

TAKEN BY SOME BANKERS AND E.CONOI'HC EXPERTS, THAT THE DOLLAR -

E.G. IN RELATION TO THE DEUTSCHE MARK OR THE SWISS FRANC - IS 

_UNDERVALljED-·.._ ___ --~. 

A ~vEAK DOLLAR MAKES THE US ECONOMY MORE COMPETITIVE IN 

INTERNATIONAL MARKETS,, ON THE OTHER SIDE IT INCREASES YOUR 

OIL BILL.WHAT WOULD BE -IN YOUR OPINION- THE IDEAL POSITION 

OF THE US CURRENCY?" 
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ME])IlORANDUM FOR: 

FROM: 

SUBJECT: 

-
THE WHITE HOUSE 

WASHINGTON 

July 1, 1975 

RON NESSEN 

MAX FRIEDERSDORF _,#1.6 
Whi:te House Congres·sional Tours 

Mike Farrell over in the tour office is sending a letter to 
the Hill outlining some expanded White House tour hours for 
the Bicentennial year. 

It occurs to me that you should announce this first so that 
the President will get some credit before tossing this goodie 
to the Congressmen. 

I am sending a copy of the proposed draft letters which I 
have approved per Mike Farrell 1 s request. 

I suggest that you coordinate with Mike so that just prior 
to his mailing you can make the announcement. 

cc: Jack Marsh 
Mike Farrell 
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THE WHITE HOUSE 

WASHINGTON 

DRAFT /cb June 26, 1975 

Dear Congressman/Senator: 

Realizing your interest in establishing plans for accommodating 
your constituents during our Bicentennial, we thought it would 
be helpful to provide you with the schedule that the White House 
will follow for visitors during 1976. 

During the early morning tour by reservation we will, of course, 
continue to accommodate as many of your constituents as possible 
within the present schedule. To ensure, however, that all visitors 
to the Nation's Capital have an opportunity to tour the White House 
if they wish, the regular visiting hours will be lengthened to enable 
the maximum number to visit. Outlined below is a program of 
expanded hours which we feel should accommodate those desiring 
to see the White House: 

1. Saturdays - . . ,., _,./ A';;-;::.Jb, # 
The visiting hours on Saturday will be -;--{"~d;;(f' until 2:00 
p.m. beginning Saturday, March 2 7, 1976 through Saturday, 
October 2, 19 76. 

. 
2. Tuesdays through Fridays -
We will stay open beyond 12:00 noon Tuesday through 
Friday whenever the official schedule in the afternoon 
permits. There is a visitors waiting area which is being 
established by the National Park Service on the Ellipse. 
This will allow visitors to be more comfortably accommo
dated while they wait to tour the White House. We will 
post the closing time each day at the White House gates and 
at the visitors waiting area. We expect that our closing times 
on most days will be 1:00/1:30 p.m., The present practice of 
admitting everyone in line by closing-time will be continued, 
thereby avoiding closing the gate to anyone who has been 
waiting. 
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Page Two 

3. Garden Tours -
Mrs. Ford will sponsor an increased number of garden 
tours to make the grounds more generally available. The 
White House gardens and grounds will be open to the public 
one weekend each month (Saturday and Sunday afternoon), 
beginning with April and continuing through October. We 
will prov~de you with specific dates and 'times later. 

The cooperation that we have received from you and your fine staff 
is greatly appreciated. Please do not hesitate to contact this office 
if we may be of assistance to you. 

IIIII 
Ill// 
IIIII 

Sincerely, 

Michael J. Farrell 
. Director 

Office of White House Visitors 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

-
THE WHITE HOUSE 

WASHINGTON 

April 23; 1975 

RON NESSEN 

MAX FRIEDERSDORF AU ·6 
Suggested Language for Presidential Comment 
Af:ter Senate: and House act Favorable on the 
Pr:esiden:t*s: Requ:es:t for Huma:n:itaria:n Assistance 

I am gratified that both the House and Senate have taken favorable 
action today on my request for humanitarian assistance for South 
Viet Nam, and the clarification of my authority to use military 
force if necessary in the evacuation process. 

I am hopeful the House and Senate conferees can meet as soon 
as possible to expedite the legislation and I would urge them 
to adopt the more flexible language of the House bill regarding 
the use of funds for evacuation and humanitarian purposes. 
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THE WHITE HOUSE 

WASHINGTON 

July 12, 1975 

MEMORANDUM FOR THE PRESIDENT 

FROM: MAX FRIEDERSDORF 

SUBJECT: Solzheni.tsyn 

I am concerned about the Solzhenitsyn issue and its impact 
on the right wing on the HilL. 

One possible solution might be to host a meetinq, a luncheon 
or some other type of event as soon as possible for Solzhenitsyn, 
Nureyev, and Rostropovich. 

Both Nureyev and Rostropovich are now appearing in the Kennedy 
Center before sell out crowds and both are highly publicized 
exiles but not nearly as controversial, of course, as Solzhenitsyn. 

They are all three artists of great talent and the meeting could 
be held as an artistic and intellectual event rather than any 
political gathering. 

I just don't think this issue is going to go away with the 
conservatives and, of course, it has adverse impact with the 
liberals too. 

With all due deference to Dr. Kissinger, I believe that if 
detente is so fragile that it cannot st~nd a meeting with 
Solzhenitsyn, it will fall on same ather account. 

bee: Ron Nessen 



MEMORANDUM FOR: 

THRU: 

FROM: 

SUBJECT: 

-
' THE WHITE HOUSE 

WASHINGTON 

August 26, 1975 

RONNESSEN J 
MAX FRIEDERSDORF ((J! 
PATRICK O'DONNELLG~ 
Senator. Towert.s,-Request for Reporter and 
Cameramanvto .. ,T:r-avel on Air Force One ,, 

Ron, attached letter is self- explanatory. For your information, 
Senator Tower has also asked to be included on the Dallas to Midland 
leg on September 13. 

What may I tell the Senator? -

Thanks. 

cc: R e d Cavaney 



JOHN TOWER 
'rEXAS. 

./ 

Mr. Pat 0 1Donnell 

WASHINGTON, D.C. 2051D 

August 25, 1975 

Special Assistant to the President 
The White House 
Washington I D.C. 20500 

Dear Pat: 

- COMMITTEESt 

ARMED SERVICES 

BANKING. HOUSING AHD 
URBAN AFFAIRS 

JoiNT CoMMJTT£E ON 
0EF£NSli PROOUCTIOH 

In reference to our telephone conversation last week I a television station in 
Dallas I WF AA ~ . has>requested that a reporter and a camera man from their.,l 
station accompany, President:Ford on Air Force One from Dallas to Midland 
on September 13 ;,ri They-want-to-film a, feature· story about-travelling-on~ 
Air Force- One.and,..,if possible-, a-short interview with the President. ·They , .. 
may want to interview others on board as welL 

Thank you for your attention to this request. We appreciate any assistance 
you can give . 

Sincerely, 

~ 
Ms . Lou Philpot 
Press Aide to 
Senator John Tower 

slf 
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WASHINGTON 

RON NESSEN 
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MEMORANDUM FOR: 

FROM: 

THE WHITE HOUSE 

WASHiNGTON 

Septer.nber 30, 1975 

JACK MARSH 
DONALD RUMSFELD 
JIM LYNN 
RON NESSEN 

/ 

-

MAX FRIEDERSDORF AM. 6· 
Jir.n Cannon asked r.ne to offer sor.ne rationalization if the President 
signs the tobacco bill and I ar.n passing these thoughts along to you. 



MEMORA...T\fDUM FOR: 

FROM: 

SUBJECT: 

-
THE WHITE HOUSE 

WASHINGTON 

September 30, 1975 

JI.i\1 CANNON 

MAX FRIEDERSDORF ,f,t/11 :6 
Tobacco Bill 

Arguments for a Signing Statement on the Tobacco Bill 

• 

Tobacco is one of our major export crops, ranking third or fourth 
in fiscal 1975 with a $1.2 billion income from overseas exports. 

The program brought in more than $6 billion in local state and federal 
taxes during the past fiscal year. 

The legislation will not increase tobacco production because USDA 
plans to reduce acerage by 10 or 15o/o in the near future whether it is 
signed or not. 

But the bill will insure a stable income for several hundred thousand 
tobacco growers in at least six major tobacco growing states. 

This crop is one of the major reasons for our favorable balance of trade. 

The present formula has been in effect since 1956 and the tobacco industry 
through mechanization and a changing labor supply has outgrown this 
formula established 19 years ago. 

For those who oppose the production of ~ tobacco per se as a health 
menace, it should be realized that removal of controls would result 
in the production of even more tobacco if the crop was •e ski dt 11 ~ 

~J-o~· 
The major arguments are: 1. Favorable exports, 2. The big revenue 
from taxation and the need for updating the 19 year old formula. 



-2--
In addition it can be argued that the program has cost very little 
over the years compared to any other crops. 

These arguments can be verified \\rith Joe Todd at the USDA and all 
figures, of course, should be thoroughly checked for the final draft 
of any signing statement. 

The other commodities that will be \vatching action on this bill have 
had several updates in their formulas, I am told, in recent years and 
we could argue that we are bringing tobacco up to date with other com
modities to attain equity for the tobacco farmers. 

cc: Jack Marsh 
Donald Rumsfeld 
Jim Lynn 
Ron Nessen 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

September 30, 1975 

RON NESSEN 

MAX FRIEDERSDORF ,,I( 0 • 
Rep. John Rhodes (R-ARIZ) 

The House Minority Leader spoke to me about his desire 
for you to arrange a Presidential panel interview soonest 
for a group of newspaper "friendlies" including: 

Al Cromley - Daily Oklahoman 
Ben Cole - Phoenix Gazette/Indianapolis Star 
Joe Laslik - Kansas City Star 
Darwin Olafson - Omaha World 

I'm sure you know these fellows. Ben Cole is doV/n on the 
White House for permitting exclusive interviews to other 
newsmen critical of the Administration. 

This is your bailiwick, but Rhodes has taken an interest 
and would like the interview scheduled. 

cc: Don Rumsfeld 
Bob Hartmann 
Jack Marsh 
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OateN.- 9, 1975 
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THE WHITE HOUSE 

WASHINGTON 

TO: 

FROM: Max L. Friedersdorf 

For Your Information ~ _.,._;:;_ __ _ 
Please Handle 

--------~~~----
Please See Me ________________ __ 
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16TH DISTRicT, 

. ~ CCUHTIQt 
U STER 

El>ANON(PAin') 

-
/0-/"D .,,.,...,.......__ 

ROIII!RT S. WALKER 
ADMtNI5 ......... 1'1VIl ASlitllt"AI"T 

2244 RAYBUJIH HOUSll. 0..1'1C1£ SUII • .OING 

TELEP-£; (202) U5-24tt 

OISTllfiCT OI"FFCU• 
GEORGE W. JACKSON 

ADMINisTRATlVII: AHISTANT 

PosTSECONDA!OY EDUcATION SUtlcoMNITTII:I! 

(R,.Nl<ING MI-ITY MEN-) 

... M' ...... ~&«« of tbt tftnittb 8tatt~ 
~ouse of Jlepresentatibes 
Ula~bingto~ 18.<£. 20515 
October 8, 1975 

f132 PAAK CITY CENTER' 
l..ANcAsTER, PI!NJOIIYLVN<IA 17601 

TELEPHON£• (717) 393o0666 

President Gerald R. Ford 
The White House 
Washington, D. c. 20500 

Dear Mr. President: 

208 M UNICIP'AL. lilUILI:li>G 
400 SOUTM E1~ 5TM:ET 

L£ai.HoM, ~YL.Y- t7042 
~. {717)2:14-1841 

16 U.S. PosT 01'1'1CZ E!IUII...t:II

COATESYJL.L,E, PI!NJOIIYL-A 1 9320 
~ (215)3113-HM 

I am quoting from tonight's "Washington Star" 

'

"This is ridiculous for 535 people elected by 
the people to stand there and whin and whimper 
and say 'we can't do this', Nessen said." That 
is how it is reported in the newspaper. 

On the assumption that this is correct reporting, 
Ron Nessen should know better than to throw a 
blanket over all 535 of us, and I resent it. 
I have defend~d your tax proposal for forty-eight 
hours and I~]ust might quit. 

Sincerely yours, 

-Edwin D. Eshleman 

dt 

THIS STATIONERY PRINTED ON PAPER MADE WITH RECYCLED FIBERS 



October 10, 1975 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

MAX FRIEDERSDORF -Ill . 6 
Senator Barry Goldwater (R-Ariz.) 

-

I have talked to Jack Murphy, Senator Barry Goldwater's Administrative 
Assistant, and to Tony Smith, the Senator's press secretary. They said 
that the genesis for the Associated Press wire story which is attached, 
was the Senator's appearance about a week ago on a Martin Agronsky talk 
show. 

At that time the Senator was pushed pretty hard by columnist John Lofton 
a strong Reagan supporter who elicited some favorable comments concernlng 
Reagan from Senator Goldwater. 

Tony said that, however, on balance the interview reflected more favorable 
on the President and Goldwater emphasized the need for continuity at this 
time in the Office of the Presidency. Goldwater stressed that a change in 
the Presidency would mean at least six months in confirming a new Cabinet 
at a time that dictated continuity and not change. 

On the same show Goldwater also indicated that insofar as ide9logy and political 
philosophy there was practically no difference between the President and 
former Governor Reagan. 

Tony Smith said that since this television appearance Loftin has been spreading 
the word on the Hill that Goldwater was favorably disposed toward Reagan 
and this has stimulated a lot of press inquiries. 

Tony Smith said that Jonathan Wolman followed the Senator around all day 
yesterday to obtain the interview quoted in the Associated Press story. 
Tony said,"! would not take this rash of stories seriously. 11 

He also hinted that Senator Goldwater feels compelled to not put Reagan down 
at this time because of Garry Goldwater Jr.'s interest in the California Senate 
race. 

Tony said that Barry Jr. is undertaking a survey in California to determine 
his chances against Tunney and that Barry Sr. did not want to alienate Re~gan 
supporters in the event that Barry Jr. decides to run. 

• 

!(() 

< 
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Tony said that the Goldwater Sr. office is not fully convinced that Reagan 
will run and believes that he may be keeping his oar in in hopes of a 
Vice Presidential spot. 

Tony said that Reagan is out of work and they believe seriously that he would 
be delighted to be the Vice Presidential nominee. 

Tony said that a year ago last summer when President Ford was making 
his decision on a Vice President's choice that Lyn Nofziger called Goldwater's 
office and wanted it made known that Reagan would accept the Vice President's 
position. 

Tony said that Nofziger has been in town for quite some ti.J:ne now and has 
not been around their office to s olicit support. 

Finally, Tony and Jack said that the quote in the story by Goldwater about 
Reagan saying his decision to run_ was about 8 on a scale of 10 is a dated 
quote that goes back to the August recess. 

Senator Goldwater will be bringing some wireless radio 'operators into the 
White House next Thursday, October 16, for a photograph and presentation 
with the Pre~ident and we recommend that the President take this opportunity 
to visit privately with Senator Goldwater after the brief ceremony. 

}cc: Ron Nessen 

' 

• 
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Ford Political Rdup ~ 
.By 'JO.UATHAli ~'i'Ol..UAN 
~"" . '"' '" .;; PrAse Writer 

. ~ .~.u.~.. .'P - Sen • .Barry GoldVl~ter h9s 1n ~ · .i a daah of 
:political mystery into the still unan."l.ounced c.asllen~ by Ronald 
Re~gan to President Ford a 1~76 GOP r.reaidential ~p1.rations. 
Ths Ar1zons'conaervat1ve s~id ~hursday he might endorse 

F.e agan s b1d
1 

bu:t he_ addsd,, There is a lot· abo1,1t this I can't 
discuss righ~ no~ that has a bearing on this 
.lie would not elaborate. but he said of the for~er California 
gove:nor tl he . does announce he ll run, give me a week and then 
ask ~te ~ .. .. . . 
.. In oth r political developments Thursday; 
- A ~ : ance statement filad by Ford s campaign committee revealed 

a _ long 1st. of wealthy donoraw · _ 
- Ford. pr aised.lioffard lim .ao Callaway, _he ad of his c ampa1gn 
co~1tt e. Bnd denied in a news conference that ha L~ tailoring hie 
precon'\f ntilon .. c anmaign to meet the conservative challenge. 
- A. E ris poll showed. the l?ree ident with. slim leads over several 

Damocr tic Challengers. ' _ . 
the ?tesi~ent Ford Committee~ the first camp.aign organization to 

report con'tribut1ons and spending, said it hss .. rsised $ojo1.000 and 
s:pent nly $z7-3 000 - more t:nan a ya3r bafora the pres1denv1al · . 
e1~ct~n and tite months before t~ rirst primary ~ New Ham~h1re. 
The r nort sho~ed onll a fraction of th9 donor3 contributed lass 

than ~ 250, while fully one-third gsve tlie maximum $1, COO allowllble 
under n~·.7 te.der..al campaign fin:lnce la·;;s., 

Aske in his 1huraday night ne~s conference whether the re~ort 
shc~s his campai~n 1s being fin~nc~d ~ostly b3 ~aslthY Amerlaans, 
Ford epl1cd, '.!:hat s a silly question. 

The · arris poll shows Ford leading Sans Edward Kennedy 8 per 
cent to 6 ner .. cent; Henry· Jsckson 7- 3 :per cent; ~da.und Icuak1a 

;)- ,; and .llubart Humphrey a- 2 .:.. 
~efe=e Ford takes on any Democratt he must ride out challenges 

withft.n the._ GO~m Recent rumblin€;3 h!:iVe been· __ troubling for his 
cs~~ ign tesm._ . 

Wh"'. Calla7tay described Ford es a co~ervat1ve in a speech -to 
co ... ervat1va (!apitol liill staffers . •iadnead.ay, he- wsa booed and 
h1'3 ad . Thev cheered refcrence3 to P • ""'='.n~ .. 
Le£ J.•i .. u.u::., . ~o. 2 n.a.n in the "''ora. caa.p~::&.~n .. barcra .t'llS recent 

ignstion-' ha.s c.riticized Call$7ay e.ne1. said. csn;na1gn problen.s 
ve J!"or.d we Sk in sQtre s. ta.tes where Ra agan wight·· rose a strong 
~~~;-§.~~--=-a~~~~~-~=~+lia~·P.~~f~e~: -- --· -; __ 0-:; _ A.~ -'-- ~· - -- ro" .. -~"~ · 
ld.bg ~th; _ blgg~~tubl~w ;~~:~~e-;~ao~e~~~~ ~;v~h~~m~t ~ H~~~ 

in:fluanti?-1 forces 1n the ~OP s l~ree right vling. . 
Gold~ve.ter s~id. 1f Reagan does a.ec1Q.e to run_,_ it -nuts n:e on the 

horns o:f s .. d1letuta. lie said tnat t:r.e last ~in,e he~tslked with 
Be egan~ .J\e !:!gsn s Sid .. that on a ac ale of .-l 0 the l1kel1J::ood he would 
make t.ne r a.c e was e. bout _8 • _ 
Ford, es~~d Thursday night ~ his strategy was to keep to the 

right in ~ne GOP ur1t11 a~ter ~ha convention to t~art s conservative 
Ch9llenge, s a1a. he has. been... in thg .. middle of the ro~d. and. 
intends to stay there.. · 
. He defended Callaway and. said he planned no a1gn1fica.nt changes 1n 
his campaign organizationw 
'Y\7 2gmt 1o-1o o~t 
~ ,.. 0 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASH I NGTON 

November 12, 1975 

RON NESSEN 

MAX FRIEDERSDORF ~ v . 
Capitol Hill "Good Guys" 
Appearance 

I have notified Representative Sam Devine (R-OHIO) of your 
ac~~~ce of the invitation to appear on Tuesday evening, 
~:JID before a group of about 70 House Republicans · 
at the Capitol Hill Club. 

~his group is strongly supportive of the President, contains 
members of the House GOP Leadership and is conservative. 

The group meetings monthly and has had many of ~top White 
House and Cabinet members as . guests. 

The format is about a 15 minute talk, followed by Qa and As. 

We should plan on. going up about~.m. 

cc: Jack Marsh 

• 
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THE WHITE HOUSE 

WASHINGTON 

November 17, 1975 

MEMORANDUM FOR: RON NESSEN 

FROM: MAX FRIEDERSDORF jl/• 6 
Congressman Michel's office requeste.d that I bring this material to 
your attention. 



Dear ...... , 

uaa, tlaallb for ...... al-a tM aaaterial aa tile ataUat 
lou P"lftiL 

IIane......, ..._....tiM wltllaoa ,. ........ will 
.... tWa ..-.dill- wltlloat .. ,. 

'W'b:llcel'dlalnpld. 

._......,.rou •. 

waa L. F&i1Nlel'841orf 
AHiataat ...... PnaWeld 

~a ....... ...... 
A""'eletntlft .ANiee.ld .. 
c.a~"••r • ..._l't B. Wlclael 
s-ol ..... •••·•••• 
, ......... D.C. 28515 

MLF:Ja 

beet Roa N•••ea 

• • 



ROBERT H. MICHEL. 

MlNORITYWHIP 

APPROPRIATIONS COMMfrTEE 

SUSCOMMI,.,.EK 

WAS:-tiNGTOH Ofo?IC.C: 

<!.112. RAYBURN BIJtU>I
(202) 225-6201 

<!ongttss of tbt tHnittb $tatts 
~oust of i\tpttfitntatibt~ 
~!Sbingtrm. JUt. 20515 

November 13, 1975 

Mr. Nax L. Friedersdorf 
Assistant to the President 
The White House 
Washington, D.C. 20500 

Dear Max: 

~~~~ 

RALPH VINOVICH 
AOMINiSTKA.Tr.n: AS.&tST~ 

ots'l'R1CT OII'P'h:£=: 
1007 FIRST NAT-a- But...,..... 

PEORIA, U.UN<\1$ IH602. 
( 309) 1173-63!18 

COUNTIES; 

BROWN MASON 

BuREAU F'!!OAIA 

CAss Sc::Hun..ilK 
KHox ST"""' 

Tll%l<WaJ.. 

I am enclosing a package of mater~al on the student 
loan program which we talked about. You will note a re
lease dated today outlining Bob's efforts to get House 
committee action on his bill rather than waiting for an 
omnibus education bill or until the Senate hearings are 
completed. 

The memo on Jackson's hearings is only a sampling of 
things he will be going into, but at least this will give 
you and the press office something to fall back on if there 
are any questions from the media as a result of Jackson's 
hearings. 

Hopefully he will play it straight and not try to club 
the Administration, but if he doesn't, this material should 
provide some good rebuttal comment from the White House. 

. RV: ls 
Encls. 

Sincerely, 

-~tLL/ 
Ral ;h~i~~vich 
Administrative Assistant 



FOR H·iHEO IATE RELEASE CONTACT: Jay Bryant 
202/225-0197 

WASHINGTON, NOVEMBER 13, 1975. Congressman Bob Michel today 

urged Congress to act promptly in passing legislation to end 

fraud and abuse in government student aid programs. 

In testimony before the-House Post-Secondary Education 

Subcommittee, Michel argued against delayingaction until the 

Subcommittee develops an omnibus education bill, or until the . 

completion of Senate hearings on student aid fraud. 

\ 

"The facts are known and the need is clear," Michel said. 

"Even if the Senate hearingsproduce some spectacular publicity, 

it ·is unlikely that· they will change our understanding of the 

problem." 

Michel introduced his legislation a month ago, following 
... 

an investigation of the problem by his staff. It sets criminal 

penalties for a series of dishonest activities in the proprietary 

vocational school industry. Senator Henry Jackson's Permanent 

Investigations Subcommittee will hold hearings·~ on the same subje~t, 

beginning tomorrow. 

An interim Michel move, beefing up the investigative staff 

in HEW so that they ·can more adequately handle the-. fraud problem, 

won House Appropriations Subcommittee approval on October 30, and 
• 

is awaiting full Committee action. 

But-Michel- argued-:cthat the criminal sanctions of his proposed-

law are also needed. "I contacted U.S. Attorneys, state Attorneys 

General and other prosecution authorities,n he said. "To a man, 

they asked for a coherent and straightforward statute relating 

directly to government student aid programs," he added. 

According to Michel, the fraud amounts 

of dollars annually. 

f 
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JACKSON Is HEARINGS 

GAO \vill testify on Friday the 14th of Novanber. Anticipated that GAO will 

state that HEW should not have paid 98% of the OE loans in the West Coast School 

case because of improprieties. 

Senate I:rwestigator claims that the ccnmi.ttee • s data and infonna.tion will be 

forwarded to the .Assistant U.S. Attorney prosecuting the case in California. 

Is very certain that six indict:nalts will be banded down, one being an OE 

official wh.o -worked in the Guaranteed Student loan Office for HEW in San 

Francisco. 

HEW's Office of Audit will be criticized on its idleness in the West Coast 

School case, very critical of its audit. performances in this case. 

Affidavi.t by a bank official in Ar:i..zala to the Office of Educaticn in 1974 stated 

that Mr. Peters, owner of the West Coast Schools, brought into his bank 

$350, 000 in $100 dencminaticns, The Office of Education official stated that 

since the school was out of business, so what, and did nothing. 

Office of EducationS managEDE!nt and controls. aver the Student. Loan Offices 

will be greatly explored, very darmging, 

I 

t . 

I 
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~-- §f(Mde~"i ff_o·an ~ ·· fl-- :. ~e 
.;: .. : -- ~ ' •• ;. I' • • -

·-s·~- By Jonn Mat2.ews , ' schocts are h;:f!ohed "in the 
~--:_ .·. V;zs_!;!n.;l<;.n S:u S ;;ff h'rlte~- . ripofi," - a findhg that 

· · .. ~- ' . To com cat fra ::d in the pa;:-a!Je!s· o:h!=!r 1;::.-c:stiga
. · iec.:rc !ly ir:sur2d stdcnt . t :o:1s in the ~:etd. 
:. ~ca n pt-ogram, \;hich he Ty~!~c.lJy, ~·e " !r!, s · "e 
·· ca!!::d "or;e of the .nest schools "'r·on stude. ts 
... ~ic::ntic rhoffs in tl:e cc.m- w!lose sa·es:~ n rE:cdVi! 

•. 0 I . \.. ~ • I' , h l. '.·try," 'R.P? Pr.~~)Ct J-f. ~.".';rp- uO~lltleS .1bi C:tC. a;:~ tCG~t, 
- ~1 R-Tll • ~ocay ir.truduced tr.~n heip :he si.ud<:nts ob
.. ltg1s!at;on tl:at wo~ld in- t2m governm.nt loans. The 
~ voke criminal per:altie s - loan paper is soid to finan
,:·a·gainst profit-mc.king cial institutions, some 
:r. ·schools and financial insti- unwitting victims znd 

~ tutions· cheating the gov- others consciously involved, 
ernment or students. !,fichel said.- . The school 

Michel, ·a senior member then goes out of business 
.: of the House Appropriati<>ns and the student is left with 

Committee and the minor- no education and a roan to 
ity whip said fraud\!!ent ~se payback. T!fe ·federally in-·

1

1 

of the guaranteed student sured prcgram mt;5t thr:n 
loans "couk! be as much as make good·on the lean~- 1 
~500 million.". Besides U.S. Commissioner Qf-1 

~ profit-making schools, EducatTon Terrell H. Bell, 
sone under investigation or who appeared at a _ news 

~ indictment now. the fraud conference· today with 
reaches into "some of the Michel said be had not 
nation's !artrest corpora- ·studied the bill 2ild wit~
tions," Miche1 said, as well held administration en- \ 

·; · as banks, savings a:1d :oan dorserrient. Several o~her 1 
•. institutio~s and some credit rr:e2.sures, including an I 
~. unions. aclmin:stration proposal are 1\ 
-~' · His bill ·would prohibit a!so pending. , 
1. profit-making "career" THE DEF.t,ULT rate on ! 
t schools from eligibility as federal student Io;.:1s is 
1 :· lenders ).mder the program, about 18 percent, with a 
~ \\=hich began a decade ago disproportionc-.te share 
" a"nd has· made some S8 bil- coming from reneged loans 

lion· in loans. Salesmen for to students:· attending 

_ out. · . · -_ . not aJiow leans to students· .. 

• the schools would not be al- ·profit-making· schools. 
lowed. to 2.id students in Similar progra:ms adminis
applymg for loans and stu- tered by 26 states have a , 

-. de_nts \':ould be _guaranteed default rate of about 13 per- .l 
:' re1mbursement !f they drop . cent, but those programs do 

! : - ~ FRAUD A..~D deception:· attending_ profit-making 
• - in\•olving · tuition, fees or schools~ - · .- , , · ·• - • ( 

':~promise of benefits would · Currently, about $LZ hi1- f 
!' be a misdemeanor under lion in governGent ir.sured j 
~ the Michel bill if ::n c:r.:ount leans are made anr:t:a!ly • 
: under S5,000 is invcln:d :;_,.-.d with about hali the fec!E:ral l 
· · a felony if more tl;an ~5,000. program going to st'.ld<:nts ~~-

Kickbacks, bribecy or ille- attending profit-caking 
· ·gal <;Omm:ssions would be schools and the o~her "!-lalf 
: felonies if rr.ore thar. ~5GO is stud-:nts in colieges and 1 
~·involved aild a misderr.t;an- unh·e-rsities. Lfsually. banks 1 
:1 . 1 
~ or for less. . put up the I:1oney and get a J 

. , :, In·, est}gc.tions by hi_s go~'ernment pren:iu;n. and { 
· ~ st<1ff, tile congressman students pay a hm1~ of 7- 1 

; ::said, s!lowed that "fly-by- pfi:rCent interest wi~h ' 
. ~-: ~·-night" schoo!s. and well as repay.rpent after gradtia- · -1

1 ·tabHsbed corres;>ondence _tion. t-•::;·1 · • 
. . ~""""- ~ . I •l- p... • 

• • 
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.Ht1i.~? tol~/1S THE !lEW YORK TIMES, St 

-=-~ $ tu. -'ent Lo~n .P lar.. f sA ~sai.!~d; : 
j Cc,·b Gill-;-; .::.·_~d U~g~d :n I-!ouse! 
I :--· ,~ -~.r.- "-~' &!' . --! \VASH:~G! O~. Oct. 2 -To··:: .~i;·ed a:.d a fd (,ny if r:-.ore 
combat fra•;d in -t:-.e :.:~era~!y :t:· :: r. ~5.000. !\:ick';:;acks, br:Oe.-y 

'insured H•Jce;nt : .::p. }J! "c·c.m.'or illegal. commissions wo:ld 
'which he called "o:-.e oB" L1-e'1:;e fe1onies if r.1ore than S;,OO 
most gi£;ant!c ;;yoffs in \ t.'1e ·was. inYolved and a rr.!~demeah-
ccuntry," ~ ;..-,r;~f:-.te: t :Ye Of. for less. .. . 
:C:rJ\~rt H. •,::r'-"'1 ::;...-, •'">,:t"~.: '·Invest!gations by "his staff. 
n; !! j;;,.., .• today i::~roduced l.~·;Mr . . Michel said, showed U1at 
JS! ::OiJOn t;,at wo'J1d_ ir.v~~ej"fly-by-ni~ht" schools as -...:ell 

· cr:minal per:a!ties cga!nst p;:Of- ,a~ est ablished corres;:wr.dence 
'it-makir.g sc..'100ls and financial!schools are . invoh·e~ ''jo tJ.'le 
· ir.stitut.ions - d,ea ~ng the1r:-.,otr•-a !in ding L':at paralle!s 
Government o:- st:..d;,nts. · . · jother investigations in t."-:e field. 
i Mr. Mid;el, a senior rr~en:be;l Typically~ he said. some 
of the House . .t-.ppr~pr:ati~ns . schools enroll students wnose 

! Cony-nittee and the. mmonty!saJesmen receive bounties for 
~-.. v-hip, said that frauaulent useleach applkcint. then help the 
!of the guaranteed st:1oent Joa..!'!s!students o'b~ain Go·.·emment 
i"could be as much .as SSOO-mil-!Joans. 'The Joan paper is said 
:lion." '·. ! ·: . · 'to financial institutions, ~e::7ler 
i .: Besid.es ~nvolv;ng proftt-~~~-!14l...,it!-ing _yictlms and ot.~e~s~ lmg sc~oo,,:;. so0e •. of "~~~~n,ccmsc10usly involved, Mr. M:- . 
1are uncer mvest:gl!"-Jon, or m-:chel said. The csnool then goes· 
•dictment now, the fraud r<:ach-·'>:lt of business and the student 
:es into "some of the natJCn's ' !s J~ft with no ed;;cation and f. .&.. , ... .. ,,... 

'largest co;pc:-aLJOns, ;>JL , •• J· ' a l.:an to pav back. The fe::eral-. 
: chel· said, as, well . as. ba!l;.:s, ~ly il'!suted prog;-a.m r:1ust then · 
savings and _,can_ mstJtutions make go0d on the loan. · . ,.. 

' and son:e cred1t umo_n_s._ I The United States ~-
! His b11! would prombJt profit- sioner of Education, Terrel H. 
'rr.aking "career" s:hools fr~rr. · ~e wno G.,;:Jpcare a .a news 
; eligibility . a_s _-lenders uml~r . tl!e;co::J"erence. · tOday : .with. l\.lr., 
,pro~ram, w_mch. be~an .a a~a<:e }.!khel, s'iid be had n'>t studied• 

. al!o and has made S0:7le Sl8-b:l-!the bill and withheld Ad::!in!s-1 :lion in loa:1s .. Salesr;-.en _for t:.e::;-a tlon endo>sement. Several 
1 schools would ~ot be <:Jlowe(i !ctiJer measures, including an 
Ito aid students m applymg for !Ac .. rninistration proposal, are 
. !oans and students would be!aJso pending. 
!euaranteed . re:.rnbursement if!' ======::::=:======= 
liliev dropped out. · ·•· ' ·-:. 

1

. · --.... _ · ·· - · · I Fraud and deception invo!v-! 
: ing tuitiop, . fees or pro!DJse 1 
·of btnefits would be a m!sde-, 
r.Je<illor cnder tl';e \lichel bH! 
if an amo-.;nt u;Jcer SS,OOO was i I 

• 

• 
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A.S JOUR.~AL STAR, Peoria, Saturday Oclo~r 4, 1975 · • 

Bill Proposes· Criininai Penalties . ~ 

.. ~' Michel Slams Studellt .Loan.Misuse ... ,..- _ .. 

g 
\\ 

s 
\\ 

a 
s1 ~· WASHINGTON, D.C. -

·fl_pn ?ro~,o,..j H Mi,..l:-.,1 _p..n1 
. !!1"..rc•Juced a oill ves:.erdav iln
:.posing new crimkal penilties 
,:for misuse of the student loan 

- :program, which he called ••a 
·con game of immense propor
:tions.." . 

_ :l Appe~ring at press con
"'fereoce v.itb U.S. Education 
~Commissioner Terrell Bell. 

-:MiChel sa1d the problem cen
:ters in the proprietary schools, 
;l:Silally privately-owned trade 
~r correspondence schools 
! wbidl enroll students by mis
:1eading advemsmg and high
-pressure salesmanship. 
: The students are induced to 
. take out federally-backed 
. Joar.s and pay in advance. In 
~some cases, the schools sell 
· the loan paper close down. 
_lea\'ing the smdent still in
'debted. In otbers, the schools 

count on a high dropout rate 
and keep the tu.q ttu'tion. 

••\Then pieced together, . it 
amounts to one or the most 
gigzntie rlpoffs in the coun
try:• llllchel said. 
. The default rates on student 

loans are 18 per cent and still 
rising, he said. Se\'er.ty per 
cent of tbe defaults tlmh·e 
proprietary schools. 

- · Michel said be couid not 
name individual cases to&ause 
many of them are being in
vestigated by tbe FBI and oth-
er 4lgencies._ . . · 
- But he said that one school 
in Detroit; whose quali- , 
fie2tions _for handling student 
loans were never clearly es
tablished, arranged federal 
aid worth WIO,OOO for 659 stu
dents. Of these, 20 per cent 
never attended a single class 
and another 33 per cent 

• • 

I -
/ 

dropped out before finishing 
the course. 

Another case in\·olved a na
tionwide correspondence 
school that had 91,000 students 
receiving federally-insured 
lO<:.ns. Only 1,665 of the stu
dents completed their courses. 

~~.icbel said there are no 
criminal penalties for these 
.~sbuses. The law can o11Iy 
reach them If It can prove de-

n'oman Overcome 
By STTWke In Fire 
At Her Apartment 

A 9{}-ve.a..--old woman was 
injured iD a fire at her Tiffany · 
Dr. apartment about 12:50 
p.m. Thu.t·sday. 

Cora Munz, of 1!io2 W. Tif-· 
· fany, was treated for smoke 
i~L1alztion at Proctor Hospital. 

FirP f'...:~nt tlnn r.,_ ........... n 

eepth'e ad,•ertislng cr a re
!a!ed crime. 

His bill would make it a 
federal crime to defraud · stu· 
de:1ts receiving federal as-
5ist£.nce and wouid prorJbit 
bribes, kickbaclr.s or other in· 
ducements to make student 
loans or sell the notes. 
.· It would also prohibit profit
making schools from becom
ing lenders under the guaran
teed . student Joan program. 
The students' and the 
governmE:nt's rights to rE:funds 
would be guaranteed. 

Schools collecting money 
provided by student loans t: 

would have to hold It in escrow 
pending completion of the 
courses and could not be 
mingled \\ith other accounts. l 

Tl'RJ.:E Y Dr\ \ ER 
The .frc. ~.:-rnal O;der of 
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By .~rt.hur ·siddon · the · course. Tne gcrve:m:ne:rl. z:e-.·ar re-

Chic~9o ~Tribur.~ ?r!SS Service . ceived any of its losses. · . 
"This fraud comes about in a &reat 

\v.~HI~GTO::"J-R"n. Rol>t>rt 1\Ti.-Q,el_ ,·ariety of ways,"s aid Michel "There is 
[R .. nu intoduced iegislation Friday to DO smg:e method .. - the avenues which 
ead a~uses by private tedmical and cor- are used are as mahy andya..-ied as the. 
res;:>ondence schools in the federal stu- ·crim11al mind. It is _a con game of im-
dent loan program. · . \ mer.se propoftions, involving huge sums 

The abuses, first exposed _in t_he C!Uca- of r:Jm:ey:• . 
~o area . by The Tribune's _Tas_k Force, . :'IIICHEL'S BILL. drawn up .nth the 
m~lude.d· forged loan appllc:hons :n~ . ·support of J?I. Isgell BajL the ·U.S
failure to c~cel OI_" refund loans of _tu . Commissioner of Education, ·v.'OUld pro-..: 
d~nts ~ho ~o not· compl_ete_ -~ course,-- vide the folloWing: , : .: __ :.... • 
Michel expl~mE!d:. - - - _ · . · . · .::: • Make it a federal crime to defraud. 

The frau~ usuall:y occurs \\;~en a p~-- - students receiving federal· assistance, or 
vate sC.iool e..-u-olls a student, has him for a school tc submit faLoe claims and 
fill out forms for a-governrneQt 1csn, . reports. . . ;. ·=:-:;. 
a.1d then sells the loan payer for cash, · o Gua.""aaJtee t.he student's al}d. the· 
1\I.icbel said. Ii the student drops o'lt, no .g.:we:nment>s rights to refunds from 
refund is made: · profit-!i!akhg schools if a st>..zdent d>ops 

. .
1 

out. . · 
FREQUE~"TLY, the eoucationa pro- ~ Prn'Cbit profit-mah.ing scl:!':IO!s from 

gr-am bas been misrepresanted, causi.'lg bej.;.g 1-=n-:.:rs. under the gua.-a<ltead stu-
st:.:r.lents to drop· out of a pNg:a.m and Gent loan n:c.g:-am: • _ . .. • ~~ · 7 

• to defa~t ?n the government ioan. ~!ichcl. charged j:hat an -~igatioil 
A West Ccast school received betwee~ . . of these programs . could reach into 

$9 m.illicn and $14 milliiJn in feder-al stu- 1 "some :of toe nation's largest COQOra
dent aid · fo! ·. 7,000 studerits-:-half of. tions'; and~i:Ieep into the gc...-arnment." 
w~rri d...--opped out. No refund was made .~ "In the- financial corn.-nunity," ne 
to either the students or the govern- f s_3id, "there are bdications _that ba~~s .. 
ment. ···- ., ._ . . . . • : . - savings and: loan associations, crerlit tm-

In arioth~ case cited1 by ?II.icbel, 6.39 io~s; ·and OL~r lending institti~ior.s_··.are 
studentS .in Detroit recejved $400,000 in · iiivolved. !fbaia_ · are people . wjlo h~ve 
federal aid. But a federal investigation. beerf peroap5·,~ttingly drawn_ into_lt_..; 

· foundJ:hat. .20 ·per cent of the students • including congressmen . and ·: s-ena_tofs! 
n=•·er attended a . class, a..1d an oilier 33 who may have had_ no 1dea of the f:' 
per cent dropped ~ut- before completi;lg ranging ramilicati~I!s of t~s thin;." - -..... - . . 

... ::. •• ., • ,£:.. •1 
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~ WASHINGTON (lJPI)- The fed.;:t- y~ar i:: loans. Michel declined to · E. 

al ·govemment may have :: ::eri t;~·;ed .:--:..:-;e ~t..e scl;ool. 
by in excess of SSOO milFon by :..ady,: F:- ~ ..... .:::: .. ly, the co'"'gressman said. 

. profit-making schools unGer :he stu- a sdrccl is a!so L'1e • ~!1der. W~:c-n the 
.: dent loan ·program, :R,., r.?.-·~ort H. ·. ic2 . ..r1 is defaulted, the federal gol-ern-

lA 
f; 

Michel. ~-Ill .. s~id Fnd~3- . · ·· :...-..::1~nt repays the loan to the schooL 
c . . . · "· Bell said this is an "inherent conflict 

. U.S. ~duca~on ro::;r;:!;'"l·:>;}er Ter- of interest." 
r;-J.L~l agr-eed that fraCJd permeates A COM:\10N FORM of fraud, Mich-
tl:~g~~m. ·Part of the P[Oblern, he el said, occurs when a school induces 
sa1d, !S :nat th~re ha\·e cen four a st-.Ae:::tt to sign up for schoo!i:lg and 
~ommts~1?.~~:s 1~ Jess tha? . seven get a_ loan_ If the student drops o~t. he 
}ears. \,._ \e b .. en scramolmg as recel\·es no refund. The studen .. de--
be_st we can to b~ on top of it," he faults en the govemment-guara~teed _· 
sa1d. .- . loan and the government makes good · 

MICHEL, introducing ]egislatirin to his debt. T'ne government is left to · 
prevent the practices, told a news. try to" recollect from ·a student who 
conference L~c defat:lt rate bs been . · has ·no assets. -- - · -···· .... '- : .• -:-· • -. , 
an "a~tronomicai" .18 rer cent in a He introduced a bill to· make it a ~. ~ 
program under which the govern- fecer-al cr1 .... '11.e to defraud stuaents ... 1. 
ment has guan:::teed loa~s to~aling SS re:t:iving loans, to prohibit bribes, 
billion· over 10 years. Since the kickbacks and other unethical 
student-borro....-ers who C.efault . mo::th: cs to :nduce students to apply 
the · loans · often have no assets, the for !car:s a!:ld to prohibit profit~mak-
government has to repay the loans to ir:g schocls from a!so being lenders. 
private lenders. -. . , _, !\Hebel ~aid there is no cd •. ninal law 

· · · prohibiting such abuses .... Unless the 
. . in. one' ca~e~ under . i;,v~stigation, schools can b~ prosecuted for decep- :.....-
Michel said,.a nationwide correspond-, tive advertisirig or some other related · 

- ence school enr:olled 91,000 students · crime; they cannot be·properly dealt · 
who received loan(;._ ·and 89,0\)(} of \"ith by the law," be" said. .: - .. - -
the. students (1;-opped out. Only 2 per .. - · Michel has been a ·_.rriember for 18 
cent of the students· ·grad~ated. Over years of the House Appropriations 

·five years, the school has received an subcQmmittee whicl:l oversees educa-
average of _m0r~e. than~. S90 .miJ.liori a. . tion programs.' .. ~ : . . 

r .-
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:Gy {; _"Of f EROCTT ~-E~T~ ... . t 1: 
SA.N l''HANCJSCO. -. T-.vo m:-tjor ca·;~-~;rnh '!:i:!r.ks j ~va al •:t<Jy q··'etly ' I 

pulled out oC the FC?dcr31 gu<>l:>r1'~-:'J gt ud:::1 t ' ·Yl-- CSI .. -- a:1;! tu:r> t>lh-::1"3 are·. -~ ," 

con.illderlng doing the il:lnlC, f'."('CWJ'"5 to :; J .r .. 5 ht>re. ·'1<:..-ho:!~h C:llifr.r:li'l ban1:3~- ._ ·1 
account for 15% of l11e natlo~1s r..~T .. I<Jr,;-•s. ~h~ d :;:-::atL;.·e !rom the ptogrt'ltn by • ·,,__ 
foux- of the si~ largest rctr11l l;anl(~ ~ere : • ··i for< e ~e re~aining ,two mJjor = . ~;:. 
l.Jank!l t.o re;;;tnct se\·erely the !oa!:s tr.ey c" •: :I make, th~l}utces ~1\y. _ . -~~~~ 

The basic .problem clled by t'.ll of ' h _,_, __ ,. ... :-:::.,...,. . .:;.:,.. -.: _ .,~ _ _ ~r _,. ; 

-33 moth•atlng their actions h:J.S ~en <lj r· · .;,·:~-, ·-. •- 'i - · . .: .•::,t+ .• 
gto\\ing t·ate of defaulted 1o:m3. com- · · - f ' 
b!ned with a slowness on the part of the l 
U. S. Ol!ire of Edll<!stlon in paying ba.1k 
t:lf! i 11~5. 

The !oms cc:'lse to <:!raw Interest alter, 
h a dng been in default for 1~0 days, yeq. 
the b wks s1y thl!y must \\·:tit 116 long nsl · 
two yi':ti"S lo re.-eh·e payment of their . : 
cl~inns. -

The GSL progr.lm, operated by the : 
OF-. Sl!hsi1ize hank!& Urr<.•Hghont tht> n;t- ·: 
lion in m3king rc,d:.~rPd·intr·rest loflno!' to 1 
st.uctent:~ :>.nd g·u:Ha nlP.e3 l'Cp!! ymcnt of I 
d~f3uitt.>d lo2ns. Appl·oxlmalely ~S billion 

(Continul'd on p:-~ge 16) • 
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STATEiiENT OF COiiGRESS~1f\N BOB fHCHEL 
ON THE I ;nRODUCT IO~J OF 

THE STUDENT AID A2USE ACT OF 1975 
OCTOSER 3, 1975 

It is now clear that there is substantial fraud and abuse 
in our Federal student aid progra~s, particularly the proprietary 
school segment of the guaranteed student loan program, and it is 
high time we stopped it. 

This fraud comes about in a great variety of ways. There 
is no single m. o. Rather, the avenues which are used are as 
~any and varied as the criminal mind. It is a con game of im
mense proportions, involving huge sums of money. When pieced 
together, it amounts to one of the most gigantic ripoffs in the 
country. 

And who are the victims of this fraud? They are the 
taxpayers of the United States and the thousands of individual 
people who enroll in these schools after being led on by mis-
leading advertising and high pressure salesmanship. -

t'iY off i c e has conducted a · vi g oro us i n vest i gat ion on t hi s 
problem, and I am delighted to say that we have had the coopera
tion of the new Secretary of HEW, an~ especially of the Commis
sioner of Education, Dr. Terrell Bell, Hho is \'lith !Tie today, 
and who is as committed as I am to rooting out this corruption, 
and ending the abuses which exist not only irr the proprietary 
school industry, but also in the financial community and the 
Office of Education itself. 

people 
In 
of 

Dr. Bell deserves the applause and support of the 
and the Congress for his commitment to good government. 
addition, he needs some new tools in order to do the job 
cleaning up this blight on our education program. 

The legislation which I am introducing today is designed 
to provide those tools. -

But before discussing the specifics of the bill, let me 
attempt to outline the parameters of the problem. This is a
difficult task, because as I ~ave indicated, there are a vast 
number of varieties of studenf~fraud. But let me give you some 
idea of what we are talking about. 

In many instances, the fraud comes about because fly-by
night proprietary school operators sign up students, have them 
fill out the forms for.the federal loans, sell the loan paper 
for cash, and then go out of busin~ss, leaving fhe student without 
the education they expected but still owing the government the 
loan money. In some cases, student names and signatures have 
been falsified on the loan applications. .. 

Most of the time, the proprietary schools themselves are 
the lenders, and they frequently sell their pape~ to established 
lending institutions, who are willing to purchase it on the basis 
of the government guarantees~ It is possible that in some in
stances lending institutio~s themselves have been party to these 
shady activities, although in most cases they are unwitting par-
ticipants~ having purchased the notes in good faith. · 

Not all of the problems involve fly-by-night operations, 
however. There are some well-established correspondence schools,· 
for example, that are systematically involved in the ripoffs •. c • 

Characteristically, they o~~rate on the basis of a high--perhaps 
enormous is a better word--rate of student dropouts. Justice 
would suggest that if a student drops out of-a class after a 
few weeks, he should be refunded a prorated portion of his 
tuition, but in case after case this is not done. The result 
is that the school collects the full tuition through governm~nt· 
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student loans. ryuts the money to its own se, and lets the 
government vJOt--.f about trying to collect'-/rom the dropped-out 
student when the loan comes due. The student is then faced 
~ith a dile~ma. He received no education, but he is in trouble 
with the law if he does not pay up. Given these conditions 
it is snall wonder that the default rates on student loans are 
so astronomical. For the auaranteed loan oroaram, these rates are 
currently about 18% and ri~ing, with 70% o~ t~e defaults involving 
proprietary school students. 

Let ~e cite for yo~ here just thr2e exa~ples of cases 
t 11 a t are cur r en t 1 y under i n v 2 s t i 9 a t i on by Fed e.- a 1 a u trw r i t i e s • 
Because these investigations are now in process, I cannot 
divulae the names of the schools involved, nor can I reveal 
which-Federal agencies are doing the investigations. Eut I 
think these cases will give you some idea of what we are 
d e a 1 i n a \'.' i t h • 

~The first case involves a vocational-technical sc~aol 
in Detroit. It has been discovered that 659 students of this 
school received Federal financial aid of $400,800. The inves
tigation also reveals that 20% of the 659 students never attended 
a single class, and that an additional 33% dropped out before 
completing the course. It is alleged that ~he school was in
eligible for federal student aid to.the 659~ students. No accurate 
accounting system or documentation has been uncovered to substan
tiate or verify the school's claim to recefve the Federal student 
aid money. 

The second case. A Federal investigation into a proprietary 
school on the West Coast reveals approximately 7,000 students 
receiving Federal student aid. The drop-out rate is 50%. The 
estimated amount of money involved is between 9 and 14 million 
dollars. That is taxpayers' money the school collected on 
behalf of students it never educated. 

In the third case, a large, nation-wide proprietary car
r e s pond 2 n c e s c h o o l c 1 a i me d 91 , GO 0 s t u d e n t s r e c e i v i n g Fed e r a l 
Insured Student Loans. 89,000 of these students cropped out, 
and the investigation reveals that only 1,t65 students graduated, 
so!i1e 2% of the students receiving government· financial assistance. 
This school has averaged ove~ 90 million dollars a year in FISL 
funds during the last five years. 

There are any number of other cases, and some have received 
coverage in the press. At the moment, virtually all of them 
involve what is termed "program abuse," and therein lies the 
rub. There ~re at present no criminal penalties for these 
abuses. Unless the schools can be prosecuted for deceptive 
advertising or some other related crime, they cannot be 
properly dealt with by the law. 

My bill is designed to close this loophole. My bill 
~auld make it a Federal crime to defraud students receiving 
Federal assistance. It would also prohibit bribes, kickbacks~ 
and other unethical induce8ents for individuals to make student 
aid grants or loans, or to sell student loan notes. It would 
make it a Federal crime to submit false cl~ims and reports, 
make false statements or to falsify or destroy records needed 
to prove such violations. I intend to assure that Federal 
auditors and investigators have access to these records. 

In addition, profit making schools will be prohibited 
from being lenders under the Guaranteed Student Loan Program, 
a power they have too often used as a sales device. And the 
student's and the government's rights to refunds will be 
guaranteed in all proprietary schools. 

The bill also provides that whoever receives disbursements 
of Government student aid funds be designated the custodian of 
those funds and be prohibited fro~ using them for other than the· 
purpose for which they ~ere granted. The funds could not be 
co-mingled with other monies, and must be held in escrow. 

Finally, we would charge the Secretary of HEW with the 
responsibi1ity for the enforcement of these provisions, and 
authorize him to conduct appropriate investigations to insure 
compliance. In this regard, it is clear that a beefing up of~ 
the investigative staff of the Department from its current .~ 
staff of ten is essential. We have added an additional 12 . 
positions in the labor-HEW Appropriations bill~ and I intend\0 -

to move for further increases when we put together a supple-\ 
mental appropriation bill later this fall .. 

Had these things been done years ago~ we would not···have· 
proble-m-today. If they· are -done-now-;- we--will--.:eradicate-the 
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:: r o b 1 e m f o r ; f u t u r e . I i n t e n d t o p r ..._,.> f o r p a s s a g e o f t h i s 
islation \Jrth every resource at rr.v cornr;:and. I intend to 

.:: o p t h ~ r i o f f s a n d t h e f r a u d a n d the d e c e p t i o n . \-1 e s i m p 1 y 
::r•not tolc:rate sor::eL1ing like this in our country. 

La~i s and gentlenen, let r;:e sav this. This thinq is 
tig; it is ~uch bigger than w~ thought~when we got start~d. 
i : •J \ 1 ~ u c h o n e y i s i n v o 1 v e d ? ~; o c n e k ;1 o "'' s • I t c o u 1 d b e a s 
, '1.; c h as 50 0 rn i 1 1 i on ·~ o 1 1 a r s ; i t co u 1 d be mare . 

~~o is involved? ~e're just scratchin~ the surface. The 
t 02 11 t a c 1 s o F t i1 i s t ;- i r: '3 2 :J ::::: r: a r : o r::: :; c !1 c r: c: p i n to t :: e s; o v e r- :-: ;:-. ;::- n t . 

Th r2ach in J sc~e of the nation's largest corporations. 
!n the financia1 co unity, t~ere are indications that banks~ 
= vin;s and loan associations, cr2dit unions and other lending 
i stitutiG~s are involved. The FEI has established task forces 
to prcte th extent of this network. 

~here are people who have t~en Ger~aps unwittingly drawn 
i n t o i t , i n c l u d i n g Co r. g l' e s s ... e n c. n c S .;; n ;;. t G r s '•· h o ~a y h a v e had n o 
idea of the far-ranging ramif~cations of this thing. 

I am gravely concerned at:ut ~h2re it all may lead. It is 
~efinitely not a penny ante atter. 

There is going to be a 1ot of activity in this area as 
the investications oroceed. There is also qoing to be a lot of 
demagoguery: I fear~ and some unproved char~es iossed about. 
Those of us who are concerned about this problem have a special 
oblisation to see that we do not by our conduct make statements 
which will damage the reputations_ of innocent people and infringe 
upon their personal rights. I intend to observe that standard • 

.. 
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CONGRESSMAN BOB MICHEL (R-ILL) 

STUDENT AID ABUSE ACT OF 1975 

SUMMARY PROVISIONS 

10/3/75 

I. STATUTORY AUTHORITY TO CONDUCT INVESTIGATIONS 

The Secretary is charged with the respon~ibility for the 
'enforcement of the provisions of this act and regulati0ns 
issued pursuant to this act. The Secretary is authorized 
to conduct such inquiries, audits, surveys, inspections 
and investigations necessary to insure compliance with 
this act and Department regulations applicable to student 
financial aid programs including violations of the fraud 
statutes. 

II. ESTABLISHMENT OF RECIPIENT INSTITUTIONS AS CUSTODIANS OF 
FEDERAL FUNDS (AMENDMENT TO JITLE 20 AND TITLE 42 U.S. CODE). 

Whoever receives disbursements of United States Government 
funds under a Title 20 or Title 42 student financial aid 
program is a custodian of sue~ funds and is prohibited from 
using such funds for other~than the purpose for which such 
funds were granted, awarded and/or di~bursed to the educa
tional 'institution. As custodians, they shall maintain 
trust or escrow accounts and records of such accounts. 
Such funds shall not be co-mingled with the operating 
funds of any institution or any other funds not held in 
trust or escrow. Violations of this provision of the act. 
are subject to the penalties of Section 649~ Title 18 
U.S. Code, Chapter 31 ''Embezzlement and Theft." 

III. SANCTIONS AND PENALTIES APPLICABLE TO ABUSES OF THE STUDENT 
ASSISTANCE AND GUARANTEED STUDENT LOAN PROGRAMS 

A. It shall be unlawful to: ; 
(l) Deliberately deceive or defraud any student attend

ing or intending to attend an institution of post
secondary education in regard to: 

a. Benefits which may be available under any 
Federal student aid or loan or loans guarantee
program. 

b. Tuition and fees for which Federal student 
aid or loa~s or loan guarantees are used or 
rights to refunds of such tuitions and fees. 

c. Such offense shall be a misdemeanor if the 
actual or potential loss to the government 
or other parties is under $5,000 and felony if 
such actual potential loss exceeds $5,000. 



( 2) S' i c i t , o 7 fer , or :-- c c e i v e c. co iiim i s s i on ., fee 
o~other direct or 1ndirect ~ibe, kickback, pay
ment or co~pensation ~ot expressly permitted by 
regulation, for: 

a. Obtain~ng any Federal pcyiiient or commitment 
for student assistance, loan or loan guarantee. 

b. Transfer, pledge or sale of any student loan 
obligation guaranteed by the Federal government. 

c. Such offense shall be a nisdemeanor if the aggre
gate amount of such payouts is less than $500, or 

a felony if the aggregate amount is $500 or more_ 

(3) Knowingly and willfully make or cause to be made any 
false statement or representation of a material fact 
in any application for any Guaranteed Student Assistar 
Loan, or in any application requesting interest and/or 
special allowance payme~t by a lender for Guar~nteed 
Student Ass i stance Loan (~}'~ 

(4) Make or file or cause to~be made or filed~ any false 
statement, certification, claim or report to the 
government or any school, lender, guarantee agency~ st 
agency, accrediting body~ or other organization affect 
benefits under any Federal program of student aid or 
loans or loan guarantees. 

(5) Have knowledge of the occurrence of any event affect
ing {a) one's initial or continued right to any such 
benefit or payment, or {b) the initial or continued 
right to any such benefit or payment of any other in
dividual in whose behalf one has applied for or is 
receiving such benefit or payment~ and to conceal or 
fail to disclose such event with an intent to fraudu
lently secure such benefit. 

(6) Make application to receive any such benefit or paymen 
for the use and benefit of another and having received 
it, knowingly and willfully convert such benefit or 
payment or any part thereof to use other than for the 
use or purpose for which made. :-

{7) Fail to maintain records as prescribed in regulations 
as deemed necessary by the Secretary or Commissioner 
of Education and to fail to produce these records at 
all reasonable times upon notice by a duly authorized 
representative of the U. S. Government and to refuse 
to afford such representative access to examine said 
records. In th•e event permission to inspect said 
records is refused, such representative may obtain a 
subpoena for such records through any U. S. Attorney 
or Court of competent jurisdiction. When construing 
or enforcing provisions of said sections of the act, 
omission or failure of any person acting for or em
ployed by any individual, partnership, corporation,~ 



or ssociat on act ng within 1e scope of his emp1oy
rnt?"r!'1. or OTT ce she. l, in evet:-f' ce:se~ be deemed the 
act, omission, or failure of such individual, partner
ship, corporation, or association as well as of such 
person. 

(8) ~ake any pay~ent of G~aranteed Student Loan proceeds 
to a student borrc~er except by check payable to the 
student and/or an educational institution, and to ne
gotiate any such check unless personally endorsed by 
the student. 

8. Any individual, partnership, corporation or association who 
violates any provision under Part A shall be~ upon convic
tion, subject to i~prisonment for not more than one year 
or fined not more than $1,000 or both; however, if such 
violation involves intent to defraud~ such person~ firm 
or corporation shall be subject to imprisonment far not 
more than three years or fined not more than $10~000 or 
both. 

I V • L I !·1 I TAT I 0 N S 0 N P R 0 P R I E T A R Y E D U C AT I 0 ~At I H S T I T U T I 0 N S 

A. Proprietary educational instititions shall be prohibited 
from participating in the letter-of-credit system operated 
by the Department of Health, Education and Welfare through 
the National Institutes of Health. 

B. Proprietary educational institutions shall be entitled to 
receive payments of funds pursuant to Federal grant and 
student assistance allocations only on the basis of vouchers 
attesting to specific commitments and expenditures of funds. 

C~ Proprietary educational institutions shall be prohibited 
from eligibility as lenders under the Guaranteed Student 
Loan Program. 

D. No individual rece1v1ng sales commissions or compensation 
related to sales or enrollments may participate in any 
application for or processing of any application for 
Federal student assistance or Guaranteed Student loans. 

E. Students attending propri·etary educational institutions 
who have received Federal st~dent aid~ loans cir'Guaranteed 
Student Loans shall be entitled to refund of tuition and 
fees calculated on a pro-rata basis within 30 days after 
withdrawing from school or their enrollment is terminated 
for any reason. Any such refund shall first be applied to 
reduce the student's obligation on any outstanding Federal 
student loans or Guaranteed Student loans and any balance 
paid to the student . 

• 

F. The Secretary may adopt separate regulations governing the 
pariicipation of proprietary educational institutions in 
Federal Student Assistance or Guaranteed Student loan 
programs. 

G. Proprietary educational institutions shall be defined as 
those not qualifying under Section 501-C-3. 
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By Sidi!~Y ~.\hrgolius 7. dents from a·· restitution had to agree .to• make avo.il-
-s;..,lat totr..w.,sh:ng<on S>ar fund of $750,000. The FTC able a restitution fund of 

n· • h · · t complaints agan.•.st these · $1.25 million. Early in Sep-' ,-ant to ._ ecome .a secre · h 1 agent or at least a private' ~.c. oo ~ arose mau:_ly._from tember Jhe _l:"'TC ~ailed out 
eve with the aid of veter-' lDe SCHOol represen,a,lon of 45,000 questJOnnatre~ to for-
ans' benefits . or a'." emp!oyn;ent prospects.- , mer Shlde:-i!S .. 
government-guaranteed i Sor::~ •O~rr~er_Let. a~-~;eg;er Unfortunately, some 20, 
student loan? comp ... ter ,tuden,s La,e not OOJ have been returned as 

THAT'S 'WHAT one \'OCa- yet rc.tumed the com;:Jleted undeiive<able, ·and by mid
tional school is currently q• .. ,est:on:-;aire r;2'cessary to Octoher only 1,700 actually 
. • 'M.• • • rle!ermine elicibi.Jit'_' for re- l..ad heen completed an·d e promotmg on J rl. But '':mie "'' • ,, l • r -
1he p::-ivate-eye cour:;:e is funp, advises D, JvkCarty turned to the FTC, repo'rted 

th 1 • 1 · • f Thornton, FTC attorney Walter Gross of the FTC. e .atest m a .9ng senes o 'h-ncn.ro tl-·~c · 
vocational ano correspon- ,,c.~ · '"' .:·~ ~se. ._ The FTC is still waiting' for 
dence-schoo! promotions. t h:. q ... e.st_IOnnahes or at least some more of the 
the most wide-s?rt::ad hc.ve · oth;, mqmr~es sho~~ be remaining 23,000.: .. : • 
beencomputertrc..i:Jingand, sen, to. th_e Fe9eral t..ade In a belated' effort to 

·most recently, tr-u.d:-driver ~mn:us~Ian, Room, 282• final!:~-; stem the long series 
·schoo!s. · · . · : · V. ~s~u_n_gto_n, . 0 :C· .:0580· of ..complaints against pri 

Even the big Lear Siegler Eh!pbllity IS lm;ute~ to stu-: vat ely owned . ".career' 
company Ol California last d~n.s wh.o errol!ed m t~e 1~ schools, ·the FTC will hold 
sur.-...mer was clrrged with. L ar Sleg er computer-. hearings ii'r December and 
, -' ' '"' coll:'se .,~h001 s - ~cund the using "unfair and decep- . ' '.. ·'- ' .- c. • . ' • ' January on. proposed rules 
th·e" methods to sell com: co~n,ry ~urmg the pen_?d calling [or a 10-day cooling
puler courses at its voca- ;Ju.y 1 • 19 ~ 0 • to Dec. 3•· 1913· off penod before contracts 
tiona! schools. The Federal A~ E\'E~ bigger ca~e in-. between students c:nd 
Trade Commissivn made voh·ed !'he tu;;d"c:cs of com· ~chool would becar0e effec
L~e charges.. p:;ter, secretarial zrd para- tive, provisions for pa~iat 
· Although the company mecica,l schools ope<c.ted or refu:1d if students drc.p out, 
has so!d or closed all previ- franchised in 38 sta ~es by disclos:.<re of the school's 
ou!'ly c:-,\Tied scbo!:l!s, it h<.!s Career Enterprises, Inc. dropout rate and substanti-

10 make prorated re- These schools, too, are ation of the school's em' 
. f;..m:!~ to €:ligble former stu- closed, but the company ployment claims.~ .... 

A LARGE PART of the 
hectic expe:nsion of some 
trade scho(J!s wi:h resultant 
grief to hope::ful students 
arises fn~;:n the availabilitv 
of student ic,ans guaranteed 
by the government. · . · · 

""". I R ...,;-~":.?.. 

Now a bill has been intro- l 
duce9 in c;;jlm!ress uv {1 en. ft 

nhert H. Mtchel. ( R- l]) ~ 
w 1c would oar pnvo.le J 
vocational schools fror::! 
participating in the f: 
government-backed loan~ 
programs as lenders them
selves and prohibit sales
men for the schools from : 
helping students apply for 
the loans: Meanwhile. 
schools that proclaim the 
availagility of these loans .. 
shou_Id be regarded with t 
cautiOn. · .. " 

The \'ete<c.ns Adm(nis
tration also.bears responsi
bility for the approval of 
schools for vete;-ans' be;-;c;
fits without adequ2tely 
investigating the c;uality' of 
the courses and the use c: 
the TV approval in pro;-;·;o
tion~ · -' • · 
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. l --aouse 
By .Art __ hur Siddon . ·. , -~ _, -the course~: Tne g:lve:rn.:ne!1( never re~ 

c~j,yed. any of its "losses~ . - \.. 
Chica9o •T ribune ?rm Service - _ -/"This . f.raud comes ahr-.,ut in . a . great 
·\v A5in~GTON-F""· Rr.bgrt ~tif'het · ~adety of ways,"S: aid Michel. "There is. 

[R.. nLJ. intoduced legislation Friday to no single method .~._ the avenues which· 
end abuses by private technical and cor~ · are used are as many and .varied as the. 
respondence schools_ in the iede:-31 stu- ·crL-rninal mind. It is a con game of ·im- : 
dent loan program. _ mense proportions, i.Ii.volving buge su!llS 

The abuses, first exposed _in the Cbica- _ oi money.•• _ _ ·: · - , -- ... _ 
~o area · by The Tribune's _Ta~ Foree, . : - MICHEL'S BILL, draw~ up with lhe· ., 
m~luded forged loan applic:t10ns and: ·5uppOrt of J?I. IerreU BelL the ' U.S .. ~ 
failure to cancel or refund lo_ans of stu~ Commissioner of . Education, ·:would pro-:-..:: 
d~nts ~ho ~0 · n~~ compl~te_ ~ c_:ru:s~~-- ,vide the folloWing: _, :_ : .;--~~; i · • ....:; : 

l\Iiche1 e~l~mf!<l ~ _,;'-' ·~- ..;·· ' . . .. - .. · -;::;: • Make it a federal crime tcf defraYd. 
. The fraud. usu3.lly OccurS wl!~ ~ P~--::"-students receiving federal· as~istanee;or -·~ 
vate school enrolls a student, nas hun ~ for a school tO submit fa he ·claims· a.nd · 
fill out forms · for· a-government 1oan, - reports. _-. -_ -. . ~ ':_:;..:_:;_:~-.,;;; ;.: 
a.'ld then sells the loan paper for cash, · o Guarantk the --student's ~cf the · 
l\fichel said. If the student dro}:s out, no .g0,·emment's rights · to refundS from 
refund is made: · profit-makir.g schools if a student drops 

' · out. · · . .. - · :. · .. 
FREQUE?\i'L Y, the education<il P~ e Prof.ibit profit-making schools from · 

gram bas been misrepresented, causing - being J;;n.ders under -the guaranteed stu- _,_-
students to drop out of a prc<r.a.m and d l 1 · - · • ·"-.,. en~ oan prvg:-am~ ., - ·• . -:;, ~ ·" 

• to default on the governm_ent loan. · )ficbel charged that ·an--=uimtigation 
.~ ~~st Coast schO?l. rec~iv_:d betweel! __ , of_ these _ progra~s . cou!d :~: r~~ch into - • 

$9 null10n _and $14 nulhon m Iederal stu-:v "so,tne of.~~ ._nation's larges~ ·_corpora· • 
dent aid . fo!•: -7,000 student5-:-:half , of, J.:' tions'; anq;_~eep into the go~en~.~·-
whorri dropped_ out~ No refund was I;tade:;> } "In. ~;..·financial - community,". ~ . 
to either -the·. students or the -go vert': -?:said, "there are. indications that banb,. 
ment..~-::- ;,;:; -··. -' .. :- .:.:f ' • .. -~>: ~~ .. ::savin:E.s and loan assOciations, credit Un- . 

• ..~-· ~,... • • - ·~· · .. . • • • ,;a 

ID another case cited1 by· :Micbel;-659 · ;:'i~i"~; and . otl:~~ !e~g institutions. are 
students-. in Detroit· received $400,000 · ill . -:~ involved; Thare · are people _ wjlo have ' 
federar·aid.' But a federal investigatron.-~: been perhapi·:~tt.irlgly dra~· Into_-it,i 

-fo~;=t:hat..20''per cent of th~ students t; inc1uding congressmen . and ~~ &ena~otsl 
n:•·er at~ded a . Class, and another 33 · who may hav~ had_ no 1dea of the l;o 
per c:n~ ~op~- ?ut "'~o~e con:~leli?g_ :./.a~~g r~~ti~ns ?f t~.t~}-" 

-_:.:_~~ -): ':i;.. - / ~--- - - ~:.. __ · . .... ~ .... :_. ...... ... . - ... :...-
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••• .,- ................. Pn ...... " ........ ., ....... . 
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E ORANDU 0 1 

UBlZCTa 1'0 H TAT :r TH U 10 

On Jacuary 19- &be elate for the State of tiM UDlon • eeh, C a.. a 
....._ • .._ IDOWe. "Tbe y of th J ckal. n at&wthlc a& 9 p.m. J ABC 
bae a tbJr ....... mom • rtlna •••• ,. .. • J c ..... very 
popular ''All la tile Fa.mlly11 .._,_.. at t .. • 

,......._ ..... l atlU recommend ••Uftr • te of tile Ualoa at 
ftOO ,.. -. AU au .. •t..,lta lJMU•te Informally aDd etf•tlua•I' ... N 
tbat .._, .... laMa p DDilll aU aloaa lw a f . m. etal'tlal time aDd 
wlU ajj•t tbelr • ......_ aacordloaly. e ••t..,k -••" tell• 
me tllat II we change tt. Ume ..., from t P• , U could produc aome 

• ateft.ea alloat tile te Roue tlllllefhl with taa. tlJDe aim ly for 
the eake el teleYI.tea ..,. ..... 

Theraae ...... tiM- Mhrorka do &lk la aa olftelal coDilrmatton •• HOn 
•• pualW.oftlae t p.m. time 
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